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PROFIT, PERFORMANCE AND PROGRESS: STUDY REGULATED AND 
NON-REGULATED INDUSTRY* 


New York: American Telephone and Telegraph Company, 1959. 
pp. 


What the effect profit levels business performance? 

Profit one the three elements vital American progress 
the other two are good management and good product. 

good profit enables business 

research and develop new better products 
build more plant and make more products 
invest more efficient plant 

provide more and better jobs grows 

and thereby furnish the product lower cost the con- 

sumer than profits were small. 

The facts American business life show that competition 
broad and demanding. Total competition practiced successful 
firms today takes price, service, quality and innovation. While total 
competition has many aspects, reguiation focuses price. Regulated 
industry restrained generally price limitation, achieved profit 
limitation. 

Nine industries were selected for study. The industries textiles, 
steel, office machines, meat packing, retail sales, electrical equipment 
and appliances, airlines, railroads, and electric power were chosen 
get cross section the American business scene, both regulated and 
non-regulated. 

How business performance judged? There was general 
agreement that firm industry that succeeds the following seven 
criteria performing well our economy: 

(1) Growth 

(2) More and better capital equipment 

(3) More capital investment 

(4) More and better products for the money 


*Prepared Larrabee, Chairman, Assistant Vice President, New 

York Telephone Company; Crampton and Swartley, American 

Telephone Telegraph Company; Deyo, Southwestern Bell Telephone 

Company; Fellows, Jr., New England Telephone Telegraph Company; 
and Peske, Bell Telephone Company. 


(5) Research and innovation 

(6) More jobs and better pay 

(7) Good citizenship and social conscience. 

Where profits are poor, eventually becomes impossible for 
firm industry perform well any the above yardsticks. 

With good profits, industries and companies have been able and 
willing spend heavily for research and innovation. doing 
they accept lower profit today hopes higher profit tomorrow. 
Obviously this requires high enough profit management has the 
elbowroom take risks. 

Tendencies toward ultimate decay appear competitive industry. 
But the modern successful corporation has achieved considerable suc- 
cess overcoming these tendencies through diversification, product 
innovation, and emphasis the profits motive means this end. 
Regulated industry, the other hand, severely limited its field 
operations, and new competing fields arise, certain segments 
the industry become obsolete and die. 

There suggestion, times, pattern the growth, 
maturity and old age regulated industry which disturbing its 
implications. There period government sponsorship and encour- 
agement. There follows period increasing restriction and en- 
croachment government encouraged competition. Finally there 
ultimate decay. 

Competition stimulates business perform better offering 
profit reward for better products more efficient operation. Regula- 
tion, the other hand, offers little reward for innovation quality 
improvement. fact, regulation restricts business performance 
threatening that high profits may result the penalty price and 
profits reduction. Thus regulation, important and necessary is, 
has cut down both the incentive and the ability regulated industry 
contribute fully rising living standard for the nation. 

number reasons may advanced explain the difficulties 
regulated industries: 

The apparent feeling many that good profit made 
leading companies the “expense” the public. Today, modern 
industry realizes that the way good profits serve the public, 
not exploit it. 

The distrust government and the public generally the 
economic power large privately-owned corporations. 

The tendency, regulation, take short-term rather than 
long-term view the problems regulated industry. 

The formula approach regulation which attempts mini- 
mize price limiting profit. Sound regulation today’s economy 
goes far beyond price alone. 

Finally, there are those who favor, not oppose, extensions 
government ownership utility operations. The failure regulation 
perform its proper economic function does not seriously concern them. 


The link between profit and performance just close reg- 
ulated industry the competitive area. the function 
regulation were simply limit profit, would surely limit perform- 
ance. Regulation should serve substitute for total competition 
described above and seek the same social benefits competition. 

For the million owners American business, most competitive 
industry has provided inflation protection through good “real” profits 
terms earnings, dividends and appreciation investment value. 
Regulated industry, the other hand, has not even protected the 
investor against inflation. This raises serious question the 
ability regulated industry meet its future challenge. 

The industry studies show that research, innovation and new 
products are the life blood successful competitive industry. But 
regulated industry there are few examples real basic research. 

Competitive industry has financed more than half its capital 

growth since the war through retained profits. Regulated industry has 
done less than half well. 

These and other failures the part the regulatory system are 

directly linked with profit performance and profit motivation. 

Successful competitive companies have found ways harness the 
power the profit motive. They detailed profit accounting, 

they can tell which units and which people are producing the best 
profit. This produces aggressive search for better products and 
new ways cut costs and serve the customer. 

all regulated industry, company was found with formal 
system rewards and penalties for its people based their profit 
performance. The reward limited when profit limited. This can 
only restrict performance. 

Here lies challenge for regulation. With imagination and wis- 

dom, regulators may able work out way stimulate better 
performance the firms they regulate. this, regulation will 

have adhere more closely the functions and concepts total 
competition exists the American economy today. 


THE TWO CULTURES AND THE SCIENTIFIC REVOLUTION* Snowt 
New York: Cambridge University Press, 1959. pp. $1.75. 


The intellectual life the whole western society increasingly 

being split into two polar groups. one pole have the literary 

intellectuals; the other, scientists, and the most representative, 

the physical scientists. Between the two gulf mutual incompre- 

hension sometimes (particularly among the young) hostility and 
dislike, but most all lack understanding. 


*The Rede Lecture, 1959. 


also The Masters and The Conscience the Rich, and 
scientist formerly charge Britain’s scientific research recruitment World 
War 


| 


The non-scientists have rooted impression that the scientists 
are shallowly optimistic, unaware man’s condition. The scientists 
believe that the literary intellectuals are totally lacking foresight, 
peculiarly unconcerned with their brother men, deep sense 
intellectual. The working scientists, professional engineers, applied 
scientists have only tenuous links with the traditional culture. They are 
self-impoverished. But those the other side are impoverished too 
perhaps more seriously because they are vainer about it. They still 
like pretend that the traditional culture the whole “culture,” 
though the natural order didn’t exist. 


forget the scientific culture, then the rest the western 
intellectuals have never tried, wanted been able understand the 
industrial revolution, much less accept it. Intellectuals, particular 
literary intellectuals, are natural Luddites. This specially true 
this country where the industrial revolution happened earlier 
than elsewhere, during long spell absentmindedness. This also 
true the United States. 


Now the advanced countries, have realised rough-and- 
ready way what the old industrial revolution brought with it: great 
increase population, enough eat, everyone able read and 
write. Nothing but the industrial revolution could have spread these 
right down the very poor. 


And yet: understand how they have happened? Have 
begun comprehend even the old industrial revolution? Much less 
the new scientific revolution which stand? There never was any- 
thing more necessary comprehend. 


The distinction between the industrial revolution and the scientific 
revolution not clear-edged, but useful one. the industrial 
revolution, mean the gradual use machines, the employment 
men and women factories, the change this country from popula- 
tion mainly agricultural labourers population mainly engaged 
making things factories and distributing them when they were 
made. That change crept unawares, untouched academics, 
hated practical and intellectual Luddites. Out grew another 
change, closely related the first, but far more deeply scientific, far 
quicker, and probably far more prodigious its results. This change 
comes from the application real science industry, longer hit- 
and-miss, longer the ideas odd “inventors,” but the real stuff. 
The industrial society electronics, atomic energy, automation 
cardinal respects different kind from any that has gone before and 
will change the world much more. 


This the material basis our lives: more exactly, the social 
plasma which are part. And know almost nothing about it. 


This brings education. Why aren’t coping with the 
scientific revolution? Why are other countries doing better? How are 
going meet both our cultural and practical future? believe both 


lines argument lead the same end. one begins thinking only 
the intellectual life, only the social life, one comes point 
where becomes manifest that our education has gone wrong. 

don’t pretend that any country has got its education perfect. 
some ways the Russians and Americans are both more actively dissatis- 
fied with theirs than are: they are taking more drastic steps 
change it. But that because they are more sensitive the world they 
are living in. For myself, have doubt that, though neither them 
has got the answer right, they are good deal nearer than are. 

With some qualifications, believe the Russians have judged the 
situation sensibly. They have deeper insight into the scientific revolu- 
tion than have, than the Americans have. The gap between the 
cultures doesn’t seem nearly wide with us. one 
reads contemporary Soviet novels, for example, one finds that their 
novelists can assume their audience cannot least 
rudimentary acquaintance with what industry all about. 

The main issue the scientific revolution that the people 
the industrialised countries are getting richer, and those the non- 
industrialised countries are best standing still: that the gap be- 
tween the industrialised countries and the rest widening every day. 

This disparity between the rich and the poor has been noticed, 
most acutely and not unnaturally, the poor. Whatever else the 
world know survives the year 2000, that won’t. Once the trick 
getting rich known, now is, the world can’t survive half rich 
and half poor. 


The West has got help this transformation. The trouble is, 
the West with its divided culture finds hard grasp just how big, 
and above all just how fast, the transformation must be. 


For the task totally industrialising major country, China 
today, only takes will train enough scientists and engineers and 
technicians. technically possible carry out the scientific revolu- 
tion India, Africa, Southeast Asia, Latin America, the Middle 
East within fifty years. There excuse for western man not 
know this. And not know that this the one way out through 
the three menaces which stand our way: H-bomb war, over- 
population, the gap between the rich and the poor. This one 
the situations where the worst crime innocence. 


Since the gap between the rich countries and the poor can 
removed, will be. are shortsighted, inept, incapable either 
good-will enlightened self-interest, then may removed the 
accompaniment war and starvation: but removed will be. The 
questions are how, and whom. 


The scientific revolution the world-scale needs, first and fore- 
most, capital. The capital must come from outside. There are only 
two possible sources. One the West, which means mainly the 
the other the U.S.S.R. 


The second requirement men. That is, trained scientists and 
engineers adaptable enough devote themselves foreign country’s 
industrialisation for least ten years out their lives. 


must confess that can’t see the political techniques through 
which the good human capabilities the West can get into action. 
Yet, though don’t know how can what need do, 
whether shall anything all, know this: that don’t 
the Communists will. 


Meanwhile, there are steps taken which aren’t outside the 
powers reflective people. Education isn’t the total solution this 
problem: but without education the West can’t even begin cope. 
Closing the gap between our cultures necessity the most abstract 
intellectual sense, well the most practical. When those two 
senses have grown apart, then society going able think 
with wisdom. 

The danger is, have been brought think though 
had all the time the world. have very little time. little 
that dare not guess it. 


This country, with the undoubted distinction being the most 
overdeveloped nation the world, the one others have naturally 
turned example advanced industrialism. They have often 
turned it, however, divided state mind. They would like 
adopt our technology without adopting our social philosophy. They are 
tempted believe, Snow himself seems sometimes believe, 
that technology simply neutral instrument. 


Now there anything that Americans there any one 
lesson they can abstract from their experience and leave behind them 
that this divorce, between industrial technique and the society 
that uses it, will not work. The same machines are not equally pro- 
ductive different countries, nor does the productivity American 
machines result from any innate superiority. The many European ex- 
perts who came here after the war inspect them often reported that 
our machines were inferior theirs, our advantage was the attitude 
the men and women who ran them. Mass production works only 
when there mass market support it, and the importation 
American mass marketing under whatever ideology will bring 
other aspects mass culture with it. Western Europe has since been 
drastically increasing its own productivity, and by-product has been 
the timid emergence lower-middle-class consumer’s taste that goes 
there under the name “Americanization.” course, that mis- 
nomer, for more than what must always happen when you 
industrialize effectively. 


Eric Larrabee, Face the Horizon, Vol. No. 
May 1960, 


The Seventh Series 


THE HUMAN PROBLEMS INDUSTRIAL CIVILIZATION Elton Mayo* 
New York: The Viking Press, 1960. 187 pp. $1.25. 


Editor’s Note: Elton Mayo’s The Human Problems Indus- 
trial Civilization has just (April 1960) been republished. have chosen 
our seventh “Classics Management” because the impact 
has had management thinking and the place has been accorded 
management literature. 

Our selection consists two parts. The first condensation 
the last chapter Mayo’s book wherein summarizes his first 
seven chapters and poses series problems for the administrator. 
The second part abstract the introduction Professor Fritz 
Roethlisberger written specifically for the new edition. 

The titles for the earlier chapters are: Fatigue, What 
Monotony? III. The Hawthorne Experiment, IV. Development 
the Western Electric Inquiry, The Meaning VI. The 
Reaction Industry upon the Social Order, and VII. Theories 
Government and the Social Order. 

Chapter VIII, The Problem the Administrator, abstracted be- 
low. 

These various studies biochemical, medical, industrial, anthro- 
pological show signs developing coherent unity relation 
which will greatly increase our understanding and control the 
human problems industrial civilization. The problems studied 
possess peculiar interest and urgency the present situation 
world affairs. They are, fact, the problems the conditions which 


*Elton Mayo (1880-1949) was Professor Industrial Research, Graduate 
School Business Administration, Harvard University. 


know least well, the human issues which are most serious need 
skilled attention. The tentative findings have reported may 
briefly summarized follows: 


There not single simple form organic fatigue; there are 
many fatigues. The fatigue disabilities studied are rapidly cumulative 
effect; once manifest, they speedily stop the exercise performance. 
The alternative such disabilities the achievement “steady 
condition equilibrium, stability, which permits the 
almost indefinite continuance the activity. Studies the perform- 
ances men the laboratory dogs while this “steady state” 
give present support the business-economic theory fatigue, 
gradual onset, which related the depletion fuel reserves. 


Industrial studies “interferences” other than organic, and 
work activities other than those which call for gross muscular exertion, 
lead similar conclusions. These studies indicate that words such 
monotony boredom find simple equivalent fact; individual 
differences and differences personal and social situations must 
closely assessed. the long industrial day wears through, the repeti- 
tion work remains the same, considered mere performance. But 
aspect human situation does not remain the same; organic 
interferences such hunger mental hazards involved the chang- 
ing interpersonal situation appear new variables which may shift 
the general equilibrium and find reflection the output records 


the work. 


The Western Electric Company series industrial studies 
over period more than five years makes essentially comparable 
discoveries. The output the five girl workers the “test room” 
continues slow advance for period three years and finally steadies 
record “high.” This major gain its upward passage ignores the 
experimental changes arbitrarily introduced from time time the 
officers the research division. The girls themselves are frankly 
puzzled the improvement, but attribute the change something 
which they cannot clearly specify, something the nature free- 
dom from constraints “interferences” which operate the depart- 
ments outside the “test room.” They show more stable equilibrium, 
greater resistance adverse circumstance, than workers 
advantageous situation; experimentally demonstrated that 
apparent return the original conditions work has significant 
consequence for the output curve for the group morale. 
equivalent experiment the department outside the “test room” 
results loss morale and diminished output when privilege 
withdrawn. 


the final phase the Hawthorne inquiry became possible 
specify the area which constraint and the sense personal futility 
were manifest; some extent the sources such constraint and the 
freedom achieved the “test rooms” could understood. 


The industrial inquiry makes clear that the problems human 
equilibrium and effort are not completely contained within the area 
controlled factory organization and executive policy. Certain 
the sources personal disequilibrium, and especially the low resistance 
adverse happenings the ordinary workroom, must attributed 
the developing social disorganization and consequent anomie (plan- 
lessness living) which these days typical living conditions 
near any great industrial center. This developing anomie has 
changed the essential nature every administrative problem 
whether governmental industrial. longer possible for 
administrator concern himself narrowly with his special function 
and assume that the controls established vigorous social code 
will continue operate other areas human life and action. All 
social controls this type have weakened disappeared this being 
symptomatic the diminished integrity the social organism. The 
existing situation, both within the national boundaries and between 
nations, demands therefore that special attention given restate- 


ment the problem administration the most urgent issue the 
present. 


Pareto discusses the importance high quality the administra- 
tive group relation the maintenance social equilibrium. 
observes that leadership any society vests two types élite 
the governmental and the nongovernmental, the latter including the 
direction all industrial and economic activities. continues 
pointing out that any vigorous society there continual and 
necessary movement upwards capable persons and families from 
lower class. These new arrivals their quality and energy revivify and 
maintain the general administrative capacity. anything occurs 
interrupt this social mobility the downward movement the effete, 
the upward movement the vigorous and capable then the failure 
maintain “circulation the élite” will find reflection disturb- 
ances social equilibrium. 


are faced with the fact that the important domain 
human understanding and control are ignorant the facts and 
their nature; our opportunism administration and social inquiry has 
left incapable anything but impotent inspection cumulative 
disaster. not lack able administrative élite, but the élite 
the several civilized powers present insufficiently posted the 
biological and social facts involved social organization and control. 
are compelled wait for the social organism recover 
perish without adequate medical aid. 


The first problem that the failure collaborate effort within 
the nation. This failure considered symptom social disorgan- 
ization, far more significant than the emergence black spots 
crime suicide upon the social geography. The country which first 
solves the problems better methods for the discovery admin- 


istrative élite and better methods maintaining working morale will 
infallibly outstrip the others the race for stability, security and 
development. 


These problems for century have been defined terms 
economics and the clear logic economics; social and human factors 
have been disregarded. the United States have traveled rapidly 
and carelessly from the type simple social and economic organiza- 
tion form industrial organization which assumes that eve 
participant will devotee systematic economics and rigid logic. 
This unthinking assumption does not “work” with us, does not 
“work” Russia, has never “worked” the whole course human 
history. The industrial worker does not want develop blackboard 
logic which shall guide his method life and work. What wants 
more nearly described as, first, method living social relation- 
ship with other people and, second, part this economic func- 
tion for and value the group. The whole this most important 
aspect human nature have recklessly disregarded our “tri- 
umphant” industrial progress. 


the United States changes finally came with such rapidity that 
any attempt save the nonlogic collaboration became futile. The 
rapid pace industrial development, uninformed human research 
knowledge, dispersed the last possibilities collaborate and social 
effort and imposed upon the workers low level human organiza- 
tion from which social participation and social function were excluded. 
Again may said that the question not who control but 
rather what researches are essential the development intelligence 
control. 


The urgent problem the present that our administrative élite 
has become addict few specialist studies and has unduly discounted 
the human and social aspects industrial organization. The imme- 
diate need restore effective human collaboration; prerequisite 
this, extension the type research have reported the major 
requirement. administrator these days should qualified 
“listener”; many our élite are qualified, but are not able 
relate the various “echoes” they catch conversation anything 
beyond their own experience. However wise the man, however wide 
his experience, the limitation his own experience and his own reflec- 
tive powers makes him illiterate comparison with what might 
have been with knowledge the relevant researches. 


The assumption that social codes anywhere will continue 
operate their effective nonlogical fashion not justifiable. The 
world over are greatly need administrative élite who can 
assess and handle the concrete difficulties human collaboration. 
lose the nonlogic social code, must substitute logic 
understanding. all the critical posts communal activity had 
intelligent persons capable analyzing group attitude 


terms of, first, the degree logical understanding manifest; second, 
the nonlogic social codes action; and, third, the irrational 
exasperation symptomatic conflict and baffled effort; had 
élite capable such analysis, very many our difficulties would 
dwindle the vanishing point. Our leaders tend state these prob- 
lems terms systematic economics, and since the gravamen the 
issue human and social and not primarily economic their statements 
are not relevant. But university civilization offers any present aid 
the discovery and training the new administrator. 

have too few administrators alert the fact that 
human social and not economic problem which they face. The 
universities the world are admirably equipped for the discovery and 
training the specialist science; but they have not begun think 
about the discovery and training the new administrator. 


Comment abstracted from the Introduction Roethlisberger* 


what respects, other than historical, are the findings and con- 
clusions Mayo’s The Human Problems Industrial Civilization 
still importance today? 

worked with Mayo for twenty years. listened him when 
was preparing the chapters this small volume the form which 
they first appeared Lowell Lectures. was involved some the 
experiments was writing about. 

During the past thirty years have also witnessed the reactions 
others Mayo and his writings. the one hand, saw group 
younger men stimulated field research. saw them forego 
the pleasures arguing about unanswerable questions, empirical 
questions for which there were data, and instead into the field 
and “talk with the natives,” listen and observe, and with these “crude” 
(from the point view 1960) tools and data see what they could 
find out. 

the other hand, also saw the 1950s (the era the cold 
war and the agonizing re-appraisals intellectuals) mounting con- 
cern with Mayo’s ideological and personal beliefs. Was for 
against trade unions? Was fascist Communist? Was 
preaching the gospel Saint Luke “Saint” Freud? Was the 
arch priest conservatism, the tool business, and the exponent 
the status quo? Did believe democracy, progress, competition, 
and the free-enterprise system? Had sired “the organization man”? 
Was pro- anti-intellectual? Did believe conflict coopera- 
tion, freedom determinism, conformity independence? Was 
for the individual for the group? Was prophet doom 
prophet hope? 

have admit that this war was waged intellectuals and 
academics and men called political and social scientists makes 


*Wallace Brett Donham Professor Human Relations, Graduate School 
Business Administration, Harvard University. 


still blush with shame for “reference group.” That men who called 
themselves “scientists” should understand little the nature scien- 
tific questions and evidence appalled me. 

Among Mayo’s great accomplishments was his stubborn refusal 
“split false dichotomy.” But the price paid for this achieve- 
ment was misunderstanding. Thus when advocated the develop- 
ment society’s élite well its masses, aroused suspicion. 
many, have for one the other; cannot stand for both. 

But for Mayo, can not have one development without the 
other, and this where his credo goes beyond sentiment and begins 
take the properties guiding hypothesis conceptual scheme. 
The behavior workers, take example, cannot studied fruit- 
fully apart from the behavior management; one affects and 
affected the other; they are mutually interdependent. 

the scientist who primarily interested the hypothesis- 
testing end the scientific enterprise continuum, Mayo has little 
say. But the scientist who also interested the hypothesis- 
generating end this continuum, has plenty contribute. 

Although Mayo was for the opportunity for growth for everybody, 
everywhere, recognized the possibility lopsided growth. 
saw that many things, both desirable ones and undesirable ones, can 
both functional and disfunctional. Restriction output among 
workers, for instance, although functional for the solidarity the 
group and the emotional security its members, disfunctional for 
the group’s identification with the economic objectives the enter- 
prise. 

But frozen states equilibrium are not inevitable; they are man- 
made, and new ways thinking can liquidate them. The Human 
Problems, Mayo giving birth such new way thinking. What 
Mayo saying is: Let’s study organizations natural organic wholes 
systems striving survive and maintain their equilibrium differ- 
ent environments. Let’s see this way looking them will allow 
specify better the many factors complex situation and 
“whenever the general effect unsatisfactory the worker and 
industry, discover the nature the disequilibrium and the source 
the interference.” 

the relations theory practice and knowledge skill, 
Mayo’s thesis clear. The fruitful development one dependent 
upon the fruitful development the other. Failure achieve this 
balance leads lopsidedness. this lopsided growth, Mayo the 
human problems our industrial civilization. therefore stresses 
that “the earliest study must therefore clinical” and that the first 
theories must fruitful for the observation-skill end the scientific 
enterprise continuum. 

What does Mayo have say 1960 reader? Let summarize 
stating questions that addresses readers several walks 


life. 


the ideologically inclined: Are you concerned with the develop- 
ment leaders with the development society’s masses? 
the scientifically inclined: Are you concerned with the growth 
ideas the scientific enterprise with its products, technology, and 
hardware? 

the political leader (in economically underdeveloped over- 
developed countries): Are you concerned with the social develop- 
ment your people with raising their standard living? 

the union management leader: Are you preoccupied with the 
growth and social motivation your members subordinates with 
their wages and working conditions? Are you concerned with the 
effect your behavior others with the effect their behavior 
you? 

the business educator student: Are you concerned with the 
executive’s social functions with his task functions? 

the action-oriented: Are you concerned with developing your 
understanding with taking action? Are you concerned with con- 
trolling your own behavior with controlling the behavior others? 
the individual person (regardless reference group): Are you 
concerned with your own self-development with belonging and 
status? 

you read this book carefully you will discover way thinking 
and methods that will help you find out whether these questions are 
still relevant today. And you reach that stage, you will know what 
Mayo means “lopsidedness” and the human problems in- 
dustrial civilization and why thinks that these problems are es- 
sentially human and essentially the same Moscow, Peiping, Tokyo, 
Jakarta, New Delhi, Cairo, Rome, Paris, London, and New York. You 
will know why says that “as ever human affairs, are struggling 


against our own ignorance and not against the machinations 
political adversary.” 


) 


BUSINESS AND THE PLURAL SOCIETY Theodore Levitt* 
Modern Age, Vol. No. Spring 1960, pp. 173-179. 


The short and turbulent history capitalism magnificent 
spectacle, not only because the organizing and productive efficacy, 
but also because its remarkable capacity adjust and thrive 
under the most infelicitous conditions. 

the unselfconscious days little more than 
ago, the profit motive was perfectly respectable article faith 
simple, clear, direct, unpartisan, and amoral; perfectly suited for men 
precisely those characteristics. But recent years great many 
ideological contaminations have been introduced into capitalism’s 
simple rhetoric and all its own practitioners. 

Indeed, today hallmark managerial progressiveness 
not simply sound and solid executive, but social philosopher 
and practicing do-gooder well. The new orthodoxy preached 
business leaders themselves not that the business business profit, 
but rather serve the general 

all fear omnipotent state because creates dull and 
oppressive conformity monolithic society with one locus power, 
one authority, one arbiter propriety. want and need variety, 
diversity, spontaneity, competition short, pluralism. 

But the rate are going there good chance that business, 
with all its statesmanlike good intentions and welfare involvements, 
may create the corporate equivalent the unitary state the medi- 
eval Church. could eventually invest itself with all-embracing 
social responsibilities, obligations, and, finally, powers ministering 

*Lecturer, Graduate School Business Administration, Harvard 
University. 

+For another view the businessman society see this issue. 
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Doctoral Dissertations 


Let's face Doctoral dissertations 
will never replace Advise and Consent 
reading. 


But let's also recognize that some disser- 
tations can have high value content for 
some executives some times. 


The big problem, however, has been bring 
the executive and the right dissertation together 
the right time. Too frequently the degree 
has been awarded the doctoral candidate, 
two copies the dissertation filed the 
university archives, and that has been that. 


the doctoral degree has been awarded 
because the candidate has given evidence his 
ability scholarly research, doctoral 
candidates are expected push forward the 
boundaries knowledge, believe that 
they should make significant contribution 
understanding then does seem that more 
should done make doctoral dissertations 
better known and more readily accessible. 


MAY 


Fortunately, there are several indications 
that this happening. 


First, the Ford Foundation should 
heartily congratulated for its recent efforts. 


Last week The Foundation announced the 
publication the winning theses its first 
annual Doctoral Dissertation Competition 
Business Administration and Related Disciplines. 
The competition was designed "provide wide- 
spread recognition for those students whose 
doctoral research distinguished the 
analytical content and strong theoretical roots 
the disciplines underlying the profession 
business 


Prentice-Hall publishing each the 
five dissertations selected for the Ford 
Foundation award and they should available 
your local bookstore. not, you can get 
them $4.50 each from Prentice-Hall, Inc., 
Englewood Cliffs, New Jersey. 


The five titles ares: 


Computer Models the Shoe, Leather, 


Hide Sequence. Carnegie Institute 
Technology 
Budget and Control and Cost Behavior. 
Carnegie Institute Technology 
The Structure Retail Market and the 
Market Behavior Retail Units. 
Yale University 
Polya-Type Distributions Renewal 
Theory, with Application 
Inventory Problem. Stanford University 
Some Personality Determinants the 
Effects Participation. University 
Michigan 
Next, University Microfilms, commercial 
organization located Ann Arbor, Michigan 
First Street), has done much pro- 
moting information about, and increasing the 
availability of, dissertations. 


They currently publish two services: 
Dissertation Abstracts and Index American 
Doctoral Dissertations. 


Many the doctoral dissertations written 
each year some ninety universities are 
abstracted Dissertation Abstracts and 
produced full microfilm University 
Microfilms, Ine. Dissertation Abstracts not 
only gives indication the content the 
thesis but also the price the film. one 
prefers, University Microfilms can provide 
copies the film Xerox enlargements 
paper. 

Most universities not requiring microfilm 
reproduction their doctoral dissertations 
will usually lend these interlibrary loan. 
make these better known, the Association 
Research Libraries has sponsored the Index 
American Doctoral Dissertations. The 
most recent issue was published University 


Microfilms 1959 covering the years 
1957-1958. 


Here, for example, are some the titles 
listed the latter service (along with the 
name the degree-granting institution) 

The Contribution Certain American 
Business Firms the Economic 
velopment Mexico since World War II. 
American University 


The Demand for Household Refrigeration 
the United States. University 
Chicago 

Analysis the Structure National 
Income with View Short Run 
Forecasting. Columbia University 

Capacity Utilization Determinant 
Business Investment Plant and 
Equipment. University Illinois 

Marketing Practices Newly Organized 
Life Insurance Companies. University 
Pennsylvania 


E 


Control Sales Manufacturers: 
Theory Successful Sales Manage- 
ment. University Pittsburgh 
Managerial Growth and Development. 
Princeton 


Budgeting, Programming and Decision 
Making Excellently Managed Companies. 
University Wisconsin 

Dynamics Industrial Location. 
University Alabama 

you want keep abreast the com- 
pletion dissertations your own field 
there are several good sources. 


Industrial Relations 


For the last nine years, group 
university librarians the field industrial 
relations has been publishing excellent 
list dissertations. current list, 
Industrial Relations Theses and Dissertations 
Accepted Thirty Eight Universities July 
1957-June 30, 1958, was edited Gwendolyn 
Lloyd, University California, Berkeley, and 
Edwin Kaye, University California, Los 
Angeles. available from the Institute 
Industrial Relations, University California, 
Berkeley Los Angeles, California (47 pages; 
price cents). 


Some representative titles: 
The Influence Age Productivity. 
University Wisconsin 
The Right Work, Historical Review, 
University California 
Productivity Marketing with Special 
Reference Drug and Hardware 


Ohio State University 


Accounting 


The Accounting Review (1775 South College 
Road, Columbus 10, Ohio. Subscription price 


$5.00 year) frequently publishes list 


completed dissertations. the April 1960 
issue fifteen abstracts are presented. 
Sample titles: 

Development and Present Status the 
Accounting Concept Surplus. 
University Illinois 

Procedures Controlling Capital 
Expenditures, Three Large Manufacturing 
Companies. Harvard University 

Comparative Study the Legal and 

Accounting Concepts New Income. 
University Illinois 


Finance 


Another review which regularly publishes 
abstracts doctoral dissertations the 
Journal Finance (George Hassett, Jr., 
Graduate School Business Administration, 
New York University, Trinity Place, New 
York Subscription price $5.00). 
the March 1960 issue fourteen abstracts were 
published. Sample titles: 
Commercial Bank Treatment 
Losses. Michigan State University 
Public Financing for Small Corporations. 
Harvard University 
Investment Decisions and the Electric 
Power Industry. Syracuse University 
Internal Financing Corporations the 
United States, Syracuse 
University 


Economics 


The American Economic Review does not 
present abstracts, but does carry, ona 
regular basis, list doctoral dissertations 
political economy accepted currently 
preparation American universities and 
colleges. The definition political economy 
broad; witness these titles listed the 
September 1959 issues 


The Significance Ethnic Groups 
Marketing New Type Foods Greater 
New York. New York University 

The History Twentieth Century Manage- 
ment Thought. Ohio State University 

Industrial Research and Development and 
the New Competition. Princeton 
University 

Small Business Management. University 
Michigan 

Industry Growth and Corporate Profit- 
ability. University 

The Stock Dividend: Study Its 
Concepts and Its Uses Financial 
Management. University Michigan 


Business 


The Journal Business (University 
Chicago Press, 5750 Ellis Avenue, Chicago 37, 
Subscription price $6.00) least once 
year lists doctoral dissertations the 
fields Sample titles from the 
latest compilation (January 


Profit Opportunities for American Sub- 
sidiaries Western Europe. Indiana 
University 

Management Objectives: Philosophy. 
Ohio State 


Marketing 


one-time list the field marketing 
still quite 


New York University. Graduate School 
Business Administration. Bibliography 


Graduate Theses the Field 
Marketing Written Colleges and 
Universities, 1950-1957. pages. 
(Available from Dr. Arnold Corbin, 

New York University, Trinity Place, 
New York New York.) 


Institutions 


you want follow work candidates 
particular institution, find out whether that 
university regularly publishes abstracts 
lists doctoral dissertations. 


These do: 


University Alabama, University, Ala. 


Case Institute Technology, 10900 
Euclid Avenue, Cleveland Ohio. 


Catholic University America, 620 


Michigan Avenue, N.E., Washington 


Clark University, Worcester 10, Mass. 
Fordham University, New York 58, 


George Washington University, Washington 


Georgia Institute Technology, 225 
North Avenue W., Atlanta 10, Ga. 


Illinois Institute Technology, 3300 
South Federal Street, Chicago 16, 


University North Carolina, Chapel 
Hill, 


University Oregon, Eugene, Ore. 
Oregon State College, Corvallis, Ore. 


University Southern California, 
University Park, Los Angeles Calif. 


Tulane University, New Orleans 18, La. 


Western Reserve University, 10940 
Euclid Avenue, Cleveland Ohio. 


list others can found the Index 


American Doctoral Dissertations mentioned 
earlier the Bulletin the Public 
Affairs Information Service, outstanding 
indexing service found most university 
larger public libraries. 


Harvard Business School 


give you some idea the areas which 
our own doctoral candidates have been working 
let list few selected titles recent 
dissertations accepted the Harvard Business 
Schools 


Predetermined Time Systems: Their Role and 
Function Manufacturing Companies. 
The Significance Environment Role 
Union Business Agent. 

The Organization Bank; Study 
Selected New Banks. 

Skill Training Responsibility the 
Electronics Industry. 

Professional Standards for Management 
Consulting the United States. 

Incentives and daywork. 

Data Processing Manufacturing Firm; 
Case Study the Conversion and 
Contribution Automatic Equipment. 


course, some dissertations are published 
either regular publishers university 
presses and sometimes university bureaus 
business but pleased that more 
and more attention being given the others 
hope they get used proper places. 


Sincerely yours, 


Donald Clark 
Editor 


continued from 
the whole man and molding him and society the image its 
narrow ambitions and its essentially unsocial needs. 

The trouble today that all major functional groups business, 
labor, and government are each trying piously outdo the 
other intruding themselves into what should our private lives. 
There nothing more dangerous than the sincere, self-righteous, 
dedicated proselyte sustained the mighty machinery powerful 
institution particularly economic institution. 

far the movement big business social consciousness and 
social service young and fairly unpretentious. But when really 
gathers momentum and becomes thoroughly professionalized its suc- 
cess will unbounded. The corporation not handicapped the 
cumbersome authority that has always characterized the church and 
the state. can make its authority sweet honey making itself 
the embodiment material welfare, unbounded security, decorous 
comfort, amusing diversion, healthful recreation, and edifying ideology. 

Welfare and society are not the corporation’s business. 
free enterprise system, welfare supposed automatic. When 
not, that becomes government’s job. That the idea pluralism. 
job not business, and business’s job not government. 
The same goes for trade unions. Unless these functions are resolutely 
separated all respects, they are eventually combined every re- 
spect. the end the danger not that government will run business 
labor, that business labor will run government, but rather 
that any two three them will coalesce into single power, 
unopposed and unopposable. 

But business not preach and practice social responsibility, 
welfare, and self-restraint, may legitimately ask: else can 
effectively deal with our critics, the political attacks, the con- 
fining legislation?” The answer simple: perform its main task 
well that critics cannot make their charges stick, and then 
assert forthrightly its functions and accomplishments with the same 
aroused spirit that made nineteenth-century capitalism great 
was extreme. 

the end, business has only two responsibilities obey the 
elementary canons everyday civility (honesty, good faith, and 
on) and seek material gain. 

Much today’s talk business statesmanship sounds top 
executives believe their companies are indeed instruments social 
reform and humanitarian uplift. business keeps talking the way 
has for the past few years, one day will convince the courts 
its selfless purposes. that day the interpretation the laws 
which the private business corporation owes its existence will move 
completely from the present “enabling act” theory the theory 
“social responsibility.” From that day social responsibility will 
the inflexible law the land. Capitalism will then required 
motivated goodness, not gain, service, not selfishness. 


| 


CAN THE AMERICAN ECONOMY ADJUST ARMS CONTROL?* 
Looking Ahead, Vol. No. March 1960, pp. 5-6. 


The American economy can stand substantial 
There valid economic argument that arms reduction would bring 
about economic depression. The potential increase nondefense 
supply goods and services due economic growth could several 
times larger than the increase due substantial reduction arma- 
ments. this statement shall state the reasons why believe the 
task manageable and enumerate four phases which believe 
require study and planning. 


Even comprehensive agreement regarding the reduction 
armaments would not mean complete elimination what are now 
termed the national security expenditures from the budget. would 
not unreasonable assume that with substantial reorientations, such 
expenditures would reduced only one half (to total $25 
billion) 1965. 


There are great many urgent programs fields other than 


national security which only slow progress being made due 
budgetary limitations. has been widely recognized that education, 
health, and training programs are deficient and that our programs for 
conservation and development water and other natural resources 
not begin meet the prospective needs. Reduction armaments 
would make possible devote $10 billion per year more those 
purposes where serious deficiencies exist than would possible 
present defense programs had continued. 


Arms reduction might associated with greatly expanded 
program for credits and technical assistance support foreign 
economic development, possibly the form increased public 
private capital export. 


After reorientation some the national security programs 
and increases nondefense programs, the total Federal, state, and 
local budgets could reduced $15 billion, and tax reduction 
about percent would become feasible. There seems little 
question that with tax reduction increase private spending 
capital investments would very likely. 


Unless have convincing economic plan for disarmament 
cannot forcefully answer the argument that fear arms reduction 
because may cause breakdown our economic ystem. the 
contest between the rival economic, social, and political systems, 
times the threat increased armament will used, times the 
promise disarmament will used and has been used. Competitive 
coexistence requires prepared for both strategies. 


Joint Statement adopted the National Planning Association’s Board 
Trustees and Standing Committees Agriculture, Business, Labor, and 
International Policy. 


CAN BUSINESS AFFORD IGNORE SOCIAL RESPONSIBILITIES? 
Keith Davis* 


California Management Review, Vol. No. Spring 1960, pp. 70-76. 


our culture changes, appropriate that 
examine their role and the functions business society. One area 
undergoing extensive re-examination the responsibility businessmen 
have society making business decisions. 


Social responsibility here refers businessmen’s decisions and 
actions taken for reasons least partially beyond the firm’s direct 
economic technical interest. The term means both socio-economic 
(such full employment, inflation, and maintenance competition) 
and socio-human (morale, cooperation, motivation, and self-realiza- 
tion work) obligations others. 


Most persons agree that businessmen today have considerable 
social power. Their counsel sought government and community. 
Social responsibilities businessmen need commensurate with 
their social power. 


power and responsibility are relatively equal, then the 
avoidance social responsibility leads gradual erosion social 
power. the extent that businessmen not accept social-respon- 
sibility opportunities they arise, other groups will step assume 
these responsibilities. Historically, government and labor have been 


most active the role diluting business power and probably they 
will continue the principal challenging groups. 


Since man more than economic automaton computing mar- 
ket values, what will the role business serving his other needs? 
Continued vitality business depends upon its vigorous acceptance 
socio-human responsibilities along with 
sibilities. 

The idea confining social responsibility within economic limits 
fails several counts. First, hardly possible separate economic 
aspects life from its other values. Business deals with whole man 
whole social structure, and all aspects this situation are inter- 
related. Second, even economic aspects life could wholly sepa- 
rated out, the general public does not seem want business confined 
only economics. They also have human expectations business. 
Third, businessmen currently have socio-human power; hence, they 
ignore responsibility this area, they will inviting further loss 
power. 


What needed concept which marks business instru- 
ment for specific human goals (along with technical-economic ones) 
the life man and his society. Clearly, economic functions 


*Professor and Chairman, Department Management, College Business 
Administration, Arizona State University. 


business are primary, but this does not negate the existence non- 
economic functions and responsibilities. The price social freedom 
its responsible exercise. 

Because society changing, evidence suggests that the continued 
vigor business depends upon its forthright acceptance further 
socio-human responsibilities. spite protestations impending 
corporate feudalism and dilution economic objectives, the trend 
this direction already apparent. 


COMFORT POWER: AMERICAN AND RUSSIAN APPLICATIONS 
NATIONAL PRODUCT* Joseph Alsopt 


Harvard Alumni Bulletin, Vol. 62, No. 13, April 16, 1960, pp. 548-550. 


America need address ourselves the vast difference 
the investment habits our society and Soviet society. 

The problem national investment now appears the basic 
problem every form human society, least periods popula- 
tion growth. When look the way our society solves this problem, 
and when then examine the Soviet solution, not very reassuring. 

Being unfree, the Soviet society capable maintaining enor- 
mously high rates national investment. reality this the primary 
use that the masters the Kremlin have made their dictatorial 
power founded police terror. think fair guess that the 
Soviet Gosplan uses simple rule thumb half each year’s 
national income for the people; percent for state capital invest- 
ment; and the last percent for national defense. 

The Soviet rate capital investment and the Soviet rate 
military investment are both immensely higher than the comparable 
rates this country. You will answer, course, that the Soviet 
national product still very much smaller than ours. But our vast 
wealth fact rather cold comfort, you take the next essential 
step. This look the things and the Soviets invest in, and 
these are really more significant element the situation than the 
rates investment. 

Apparently are spending lot more defense than the 
Soviet Union, and the disproportion between our expenditure and 
their expenditure, and the contrary disproportion between our armed 
forces and their armed forces, very puzzling. The trouble that 
you wring out the equation the standard living factor, the Soviet 
investment defense man-hours and raw materials and manufac- 
turing capacity has been very much greater than ours since the end 
the war, and still is. 

But this problem worries less than the problem actual 
national capital creation. Here you run into, course, the bewildering 

*Delivered March 23, 1960 the Fifty-Second Annual Meeting the 
Harvard Club Boston. 

and author. 


LATIN AMERICA: THE CHALLENGE AND THE TASK AHEAD* 


fact that our economists don’t attempt qualitative analysis 
national product. For them million dollars’ worth face cream 
just heavy the total balance million dollars’ worth electric 


power missile launchers. The Soviet economists take quite differ- 
ent approach. 


The distinction that must made basically distinction 
between well-being, between comfort-producing investment, and 
power-augmenting investment. 

There are many different kinds power-augmenting investment: 
national defense directly, increasing the total sum the nation’s 
skills, paying for education, enlarging the nation’s essential 
productive base, and on. result their emphasis power- 
augmenting investment, the things that are bought this way, which 
were once rather short Russia, are growing less short every year. 


Back 1957, tried very hard determine the true comparison 
between the annual Soviet power-augmenting investment and the 
annual American power-augmenting investment. far could see 
then, the curves were just crossing that time. The situation today 
still worse. The curves have clearly been diverging rather than 
converging 

One competitor cannot indefinitely continue invest much more 
national power than the other, without the end upsetting the 
balance way that must quite literally fatal. But are 
prepared sacrifice the frills and the fat for the sake our freedom, 
I’m optimist. the United States were trying were 
even half trying should have fear the outcome. 


Raul 
The Statist, March 1960, pp. 3-5. 


Far-reaching decisions with respect its future economic devel- 
opment have had considered Latin America matter 
short-term urgency, well longer-term importance. 

Keenly alive the undesirable consequences that may ensue 
the already serious economic and social tensions prevailing this area 
unheeded, the Latin American countries realise that they must 
urgently endeavour accelerate their economic growth. 

There growing awareness the marked disparity that exists 
the distribution income within each country, and, well, the 
great and widening gap that separates the majority Latin American 


people from the ever rising levels progress and prosperity achieved 
the industrialized nations. 


article from Special Section issued The Statist entitled 
nomic Survey South America.” Price: 10s. 

Secretary, United Nations Economic Commission for Latin 
America. 


These conditions social ferment have been further stimulated, 
and, great degree, aggravated two additional factors. First, 
the rate demographic growth Latin America now among the 
highest the world. Second, expectations social improvement were 
given additional impetus the transitory postwar prosperity but, 
unfortunately, these aspirations, particularly those the masses, 
remain largely unsatisfied because economic growth has slowed down 
considerably, some countries reaching the point stagnation. 


The realistic appraisal the conditions this area has already 
resulted the abandonment the post-World War illusion that 
the economic growth Latin America was gaining great momentum 
spite its structural defects. Yet the Latin American countries 
must exert all efforts increase their export earnings expanding 
and improving their primary production. 


regain the 2.7 per cent per capita product increase experienced 
during the postwar decade, Latin America 1975 must treble the 
present domestic industrial production. With respect machines and 
equipment alone, this area then should producing least 
per cent its needs, compared the present approximately per 
cent. Demand for iron and steel, present the order 7m. tons, 
expected rise approximately 37m. tons 1975, which 
Latin America must try produce per cent. 


However, the establishment the necessary types industry, 
the expansion existing ones, requires not only investments high 
capital density but also markets far wider scope than those available 
any the almost watertight economic compartments into which 
Latin America presently divided. 


may have been economically feasible and financially practical 
establish certain current consumer goods industries within these 
limited national markets, and, indeed, most Latin American countries 
have already done this. But many them have just about exhausted 
the remaining possibilities substitution current consumer goods 
imports and are locally producing almost all such goods they require. 

Therefore, continue the process industrialisation they 
must they are now compelled extend their substitution imports 
the more complex production capital goods, motor cars, consumer 
durables and intermediate products. 


Through amelioration the land tenure system, mechani- 
sation and other applications modern technology agriculture, 
Latin America can and will obtain greater productivity foodstuffs. 
This will help satisfy the food requirements the fast-growing 
population, lead increased export earnings, and release impor- 
tant segment the agricultural labour force for gainful employment 
elsewhere. Only acceleration Latin America’s rate industriali- 
sation will permit this region’s incipient industry fulfil its dynam- 
ically necessary role helping absorb the surplus manpower. 


Again the need pool efforts much broader geographical 
basis than heretofore becomes manifest. Some progress has been made 
this respect. Thus, for example, the Central American economic 
integration programme proceeding satisfactorily and the gradual 
and progressive reductions customs tariffs among the participating 
countries now under way expected completely eliminate these 
tariffs within ten years. 

Furthermore, the Governments Argentina, Brazil, Chile, 
Mexico, Paraguay, Peru and Uruguay, have conducted negotiations 
which have recently laid the foundations free trade zone the 
area covered their countries. The progressive establishment 
common market, moreover, should provide the stimulus foreign and 
domestic investment which too often discouraged present the 
limited and costly saturated national markets that exist today. 

Farsighted observers realise that the existence regional mar- 
ket Latin America will tend increase, not decrease, this area’s 
trade with other parts the world. The additional international 
financing for economic development purposes that now becoming 
available the less developed countries will also prove very helpful. 

However, would error believe that the fundamental 
problems this region can solved primarily the basis 
greater affluence foreign capital. the long run, these problems 
and the structural inadequacies which lay their roots can only 
find satisfactory solution the Latin American countries evolve, 
within and among themselves, vigorous and co-ordinated economic 
development policies. Only truly collective effort can enable the 
Latin American countries leave behind the crossroads which they 
find themselves now and advance the still long and arduous path 
self-sustained economic growth. 


LEADERSHIP: MAN AND FUNCTION Alex Bavelas* 


Administrative Science Quarterly, Vol. No. March 1960, pp. 491- 
498. 


There useful distinction made between the idea 

leadership personal quality and the idea leadership 
organizational function. The first refers special combination 
personal characteristics; the second refers the distribution through- 
out organization decision-making powers. 

modern trait research, leadership traits are largely derived 
from the results tests that are carefully designed, administered, and 
interpreted. various tests persons who are leaders tend 
brighter, better adjusted psychologically, and display better 
judgment. They tend give more information, and take the lead 


*Department Psychology and Professor, Graduate School Business, 
Stanford University. 


; 


Despite these accomplishments, the trait approach has been sub- 
jected increasing criticism. common objection that the results 
are obtained method that requires initial separation people 
into “leaders” and “nonleaders.” The validity the distinguishing 
traits that come out, the argument goes, can only good the 
validity the preliminary grouping the persons being studied. 

second objection the trait approach that the degree 
which individual exhibits leadership depends not only his char- 
acteristics but also the characteristics the situation which 
finds himself. 


The status trait and situational leadership research can 
summed this way: (1) the broad similarities which hold for 
great number organizations make possible say usefu! things 
about the kind person who likely become leader any 
these organizations, and (2) the unique characteristics particular 
organization make necessary analyze the situational factors that 
determine who likely become leader one particular organiza- 
tion. This point view suggests that almost any member group 
may become its leader under circumstances that enable him perform 
the required functions leadership and that different persons may 
contribute different ways the leadership the group. 


these terms come close the notion leadership not 
personal quality, but organizational function. Under this con- 
cept not sensible ask organization “who the leader?” 
Rather ask “how are the leadership functions distributed this 
organization?” 


Organizational leadership consists uncertainty reduction. The 
actual behavior through which this reduction accomplished the 
making choices. 


theoretically possible arrange all the logically inherent 
choices that must made operating industrial organization 
along scales increasing uncertainty and importance. some level 
this hierarchy choices customary for management draw 
line, reserving for itself from that point the duty and the privilege 
making the required decisions. Precisely where management 
draws this line defines its scope. The way which management dis- 
tributes the responsibility for making the set choices has thus 
claimed itself defines its structure. 


The trend management has been remove many its 
decisions possible from the area hunch and intuition that 
rational calculation. This new emphasis has not eliminated the role 
personal leadership, but has significantly redefined it. Under 
normal conditions operation, leadership the modern organiza- 
tion consists not much the making decisions personally 
does maintaining the operational effectiveness the decision-making 
systems which comprise the management the organization. 


This trend conceals two serious dangers. First, may sys- 
tematically giving the opportunity utilizing the highest expres- 
sions personal leadership favor managerial arrangements 
which, although safer and more reliable, can yield best only high 
level mediocrity and second, having committed ourselves system 
that thrives the ordinary, may, the interests maintaining 
and improving its efficiency, tend shun the extraordinary. 

accident that daring and innovation wane organiza- 
tion grows large and successful. has been claimed, usually with 
appeals biological analogies, that this inevitable cycle, but this 
view is, very probably, incorrect. Human organizations are not bio- 
logical organisms, they are social inventions. 


MAJOR PROBLEMS AND OPPORTUNITIES CAPITAL GOODS MARKETING 
DURING THE DECADE THE Richard MacNabb* 


Capital Goods Review, No. 41, April 1960. 


For number years capital equipment exports have comprised 
the largest single category merchandise shipped from the United 
States. Equipment exports totaled $4.2 billion 1958 and $4.0 
1959. This area constitutes large volume business, and business 
with great growth potential. 

the other hand, severe competition from abroad both 
domestic and foreign markets will not only continue into the 
but likely increase. Machinery imports expressed percentage 
exports have moved from 2.4 per cent 1947 per cent 1953 
16.7 per cent 1959. 

some extent the competition foreign markets and the 
domestic market well will met S.-owned com- 
panies located abroad operating under licensing agreements with 
foreign producers. These changes will the minimum mean that 
the marketing organizations companies need re-examined 
light these new conditions. 

The oft-spoken-of “marketing concept” which stresses the totality 
marketing within the company must also mean totality marketing 
throughout the world rather than being limited the domestic mar- 
ket. Furthermore, these changes will require increased market intel- 
ligence with respect foreign markets and therefore reorientation 
what currently many companies purely domestic market 
research organization. Information and data foreign markets 
today are poor for most areas and nonexistent for others. 

the next decade are certain reap the harvest the 
tremendous expenditures for research and development made during 
the 1950’s. From this follows that the role marketing personnel 
determining market potentials for new products, contributing 


*Secretary and Economist, Machinery and Allied Products Institute, Wash- 
ington, 
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the adaptation these products those markets, and promoting 
and selling those products will more important than ever before. 

Technological changes are causing tremendous shifts markets. 
Product lines are being crossed not only between industries but also 
within industries. For example, the interindustry competition metals 
for new well established markets currently described “battle 
the metals.” 

The high potential for vigorously expanding replacement require- 
ments presents increased opportunities for concentration selective 
selling this market. Equipment replacement business frequently 
requires more intensive and sophisticated selling than meeting 
expansion requirement already determined the customer. 

many areas capital goods marketing becoming necessary 
for the producer participate financing the sale capital goods. 
Recognizing this trend, would seem important that such financial 
devices and techniques leasing industrial equipment and the use 
captive finance companies should reviewed light marketing 
considerations. still another area, the financing exports through 
export credit facilities private and governmental should 
similarly reviewed from the marketing point view. 

production becomes more automatic, production costs will 
become more determinable and perhaps even smaller magnitude. 
For both these reasons control marketing costs and maximization 
the payoff from marketing expenditures are becoming increasingly 
important the business manager. Once such costs are identified, 
will then necessary the development techniques 
which would, for example, measure more precisely the effectiveness 
advertising expenditures. Basically, what needed put the spot- 
light marketing costs that for many years has been focused 
production costs. 


THE POLITICAL DILEMMA LATIN AMERICA Frank Tannenbaum* 
Foreign Affairs, Vol. 38, No. April 1960, pp. 497-515. 


There have been changes Latin America the past generation 
which have complicated and obscured the political scene without really 
changing its character. The one thing that has not changed has been 
the caudillo, the leader, who governs because can, not because 
was elected. The political unit not the individual. the 
“gang,” the extended family, the community, the Indian village, each 
with its own “natural” leader, each endowed with unlimited authority, 
each possessing the complete loyalty his immediate followers. 

The pattern dictatorship rebellion and again dictatorship, 
and has not materially changed since 1900. there has been political 
change, has not necessarily been the direction greater stability. 
This spite almost universal commitment the ideals 


*Professor Latin American History, Columbia University. 


democracy among Latin American intellectuals and statesmen. This 
contrast between what men say they want politically and what they 
cannot ascribed malice perfidy. Politically active people 
Latin America are the whole neither better nor worse than their 
kind other parts the world. Politicians what they because 
they have only limited alternatives and not always ciear that 
choices other than those they make would always better. 

The difficulty lies the absence universally accepted symbol 
political authority. Thus the heart the problem how govern 
Latin America how come power without violence, how 
transfer without revolution. The constitution has proved 
cient influence guide the political process. There have been too 
many constitutions and they have been disregarded with such regu- 
larity that they not serve discipline political behavior. 

There institutional basis for the political process. There 
prerequisite which determines how the candidate for the highest 
office chosen, how once designated selected, how 
once selected remain office for the period set the con- 
stitution. Nor there anything absolute and sacred about how and 
whom transmit power when his legal term office draws 
close. 

the absence political party system, the president must 
his own party and maintain himself office his own ingenuity and 
political skill, dependence upon the loyalty his immediate fol- 
lowers, compromise, blandishment and, these fail him, force 
and fraud. Politics the act keeping your political enemies from 
depriving you the presidency. What really involved not your 
policy but your power. 

the local level there little instability for the whole the 
same people will govern because the effective loyalty and power are 
theirs regardless who the new president the country. The cen- 
tral government and the localities are really two worlds apart; the 
lack legitimacy, the absence popularly endowed authority, applies 
the center great deal more than does the locality. The 
prospect political stability rests the possibilities identifying the 
locality with the center, for that would one way, perhaps the only 
way, making the central government “legitimate.” This can 
done only democratic world through effective political parties, 
and such parties are existence. 

This the dilemma Latin American politics and reappears 
every administration. Democracy requires local self-government 
and local power independent the center and beyond its realm. 
Centralization requires just the opposite, local power and nothing 
beyond the reach the chief executive. How the contemporary Latin 
American statesmen who believe democracy can move increase 
local power and independence without the same time undermining 
their own position the unanswered question. 


) 


STRATEGY FOR THE DOLLAR Richard Gardner* 
Foreign Affairs, Vol. 38, No. April 1960, pp. 433-445. 


The most important new influence American policy emerge 
during the past year came from the most unexpected quarter. Some 
time last summer woke the startling fact that the United 
States was running large payments deficit. 


During 1958 and 1959 the excess our foreign payments over 
receipts totalled some billion. This deficit was financed 
billion increase foreign holdings dollars and billion reduc- 
tion the United States stock gold. present continue run 
deficit, though somewhat reduced rate, and later this year 
foreign holdings dollars will surpass our holdings gold for the 
first time American history. 


The real question not whether can reduce our deficit but 
how much ought reduce and how can make this reduc- 
tion without sacrificing policies which are vital for the achievement 
our national aims. 


may take several years find generally acceptable multi- 
lateral solution the free world’s liquidity problem. the meantime 
probably the best compromise for the United States aim very 
moderate deficits the average about $1-$1.5 billion year. 


Sound domestic politics are first all the ultimate foundation 
which our new dollar diplomacy will stand fall. must increase 
the size our commercial surplus checking creeping inflation 
our costs and prices. Sounder domestic policies should supplemented, 
secondly, national export drive. meet stiffer foreign competi- 
tion have develop new and better products, sell them more 
aggressively, service them better, and supply them easier credit 
terms. Third, must speed the removal foreign restrictions against 
American goods. The main industrial countries Europe and Japan 
can now dispense with all nearly all these controls. The liberali- 
zation other countries’ restrictions imports from the United States 
should accompanied, fourthly, the easing restraints capital 
outflow. With this substantial amount European long-term capital 
would come the United States. Fifth, should stop our encourage- 
ment American investment other than underdeveloped countries, 
slowing the surge our investment Canada and Western Europe 
and stimulating the backflow profits now being accumulated these 
countries. Sixth, should encourage greater share aid under- 
developed countries Western Europe and Japan. Seventh, there 
should new efforts reduce foreign military spending. Our pay- 
ments problem justifies measures prune unnecessary military expendi- 
ture. 


*Associate Professor Law, Columbia University. 


The seven policies outlined above should enough reduce the 
deficit our target level $1-1.5 billion year. However, should 
consider resorting four transitional measures which, while making 
fundamental contribution balancing our payments, will buy time 
and give greater freedom manoeuvre. 

First, should explore the possibilities for the accelerated repay- 
ment the European countries loans that they have received from 
the United States. Second, could guarantee the gold value the 
dollar balances held foreign governments. Third, could elimi- 
nate, least reduce, our gold reserve requirements. Fourth, 
could make use the International Monetary Fund. are entitled 
liquidate our present creditor position the Fund and get stand- 
credit entitling exercise part our other drawing rights 
will. avoid possible adverse psychological reactions should take 
these actions time like the present when our payments position 
improving. 

have yet adapt most the elements 
collective solution outlined above. the same time have embraced 
one element the unilateral-restrictive solution “tied lending.” 
Last October the Administration announced that henceforth Develop- 
ment Loan Fund credits underdeveloped countries must normally 
spent the United States. 

“Tied lending” not merely retreat from liberalism foreign 
trade; retreat from the principle collective action. have 
expended huge amounts energy, time and money over the last 
years build agencies free-world economic and political coopera- 
tion the International Monetary Fund, the North Atlantic Treaty 
Organization and many others. 

These institutions could help solve our payments problem, 
use them with vigor and imagination. Our intimate connection 
with our allies through bilateral and multilateral financial, trade and 
military arrangements gives plenty possibilities for adjustment. 
Only when have exhausted these possibilities, which have not 
begun do, are justified substituting unilateral sanctions for 
collective negotiation. 


WANTED: RESPONSIBLE ADVERTISING CRITICS James Webb Young* 
Saturday Review, Vol. 43, No. 17, April 23, 1960, pp. 35-40, 56. 


Advertising needs, entitled to, and can profit from criticism 
the most public kind. one more concerned about the misuses 
advertising than the responsible people it. And they have been 
trying for very long time something about the situation: 

The technical literature currently filled with the kind 
“good-and-bad” criticism advertising needs. 


Advertising consultant. 


Advertising people have promoted and secured the adoption 
“Truth Advertising” laws over half our states, and have sup- 
ported the work Better Business Bureaus policing these laws. 

They have supported the purposes, not always the methods, 
the Federal Trade Commission, prevent the use advertising 
ways unfair competition. 

Many important advertising media refuse accept advertis- 
ing for certain classifications products. 

But this not enough. vital that advertising’s potentialities 
for good ill become fully recognized; that the responsibilities for its 
use squarely shouldered; and that the magnificent opportunities for 
its use the public service fully exploited. 

What advertising now needs given, public print, the 
same kind continuing, knowing, responsible criticism that given 
the theatre, music, the arts, books, and other major aspects our 
culture. needs “career keeping steady spotlight both 
the good and the bad the uses advertising and its unexploited 
social potentialities. 

What would the qualifications for such public critic 
advertising? 

First, should know that “advertising” set facilities and 
techniques impersonal electricity atomic energy, and thus 
equally usable for noble ends shabby ones. advertisers, who 
need criticism not advertising. 

The public critic should understand clearly the economic neces- 
sities which brought advertising into existence, and still control its use. 

should understand the methods that have developed get 
the advertising job done, ranging from the original method still 
work the classified columns the discovery that mere repetition 
trademark could produce product preference the further dis- 
covery that advertising could add value not the product (such 


The critic must also grasp some the trends our economy 
which have major impacts the creation advertising. The most 
important these lie our technology. Innovation has become 
industry. Although theoretically this should produce more advertising 
news about distinction products, certain counter forces such 
governmental pressure for the preservation competition produce 
some considerable degree opposite effect. 

Most importantly, our critic should conscious the still under- 
developed use advertising social force outside the exchange 
goods and services. For example, the Advertising Council has pro- 
duced remarkable results over the last fifteen years for some fifty “good 
causes” through the voluntary services advertising men, and 
with contributions some $180 million annually, time and space, 
from advertisers and media. 


“WHERE ARE THE DISCIPLES?” 


Jacques Barzun* 
The Antioch Review, Vol. 20, No. Spring, 1960, pp. 5-14. 


The chief characteristic man’s work our time that all 
occupations tend become professions. And these professions tend 
become academic subjects. Work and study fade into each other and 
are deemed equivalent. 

Every worldly youth poring over book hopes passing 
into office. The great aim expressed the verb: qualify. 
Unless are diggers and bricklayers, are all scholars and carry 
brief case. This new phenomenon Western life. 

The great mass professionals have mind are executives, 
consultants, researchers, experts some intangible know-how depend- 
ent wholly paper work. pretence alters the fact that any 
average person modest education and orderly habits could 
what they do. The proof this that average ability did not 
suffice, the world’s work have organized big offices scattered 
over the planet could not does. The men who work 
those offices even high posts are and must like interchange- 
able parts. 

this fact find the clue have been looking for: the cause 
the requirements you undergo for qualifying; the reason for the 
tests that you have taken every time you were employed; the excuse 
for the courses and certificates and degrees with which you gradually 
turn your life into presentable dossier behind all this the ano- 
nymity large numbers society without fixed ranks. 

Under the pressure population, and for the needs our indus- 
trial democracy, are creating mandarin system. the salary 
scale the civil service, you are ranked and paid for being doctor 
philosophy, quite you were official the Ming dynasty. 
private industry, impressed management the tokens aca- 
demic preparation that chooses its recruits their record study 
and their answers tests. 

are made unhappily aware that the so-called principles these 
new professions and hence the value the training are only 
make-believe: most courses outside the traditional subjects and tra- 
ditional professions are but platitudes dressed verbiage; most 
vocational tests are arrogant absurdities; most what passes for “ex- 
perience” and qualifications the applicant’s dossier largely mean- 
ingless; the jobs recorded under pompous titles are but routine moves 
from college to, first, some special assignment military academia, 
next, industry for in-service training, then back again the uni- 
versity for higher degree, and out once more into business govern- 
ment, most likely for something called research. 


*Professor History and Dean Faculties and Provost, Columbia Uni- 
versity. 


Commencement Address delivered Antioch College last 
June. 


iS 


The practice public relations the means which make- 
believe has conquered the realm formerly called work. think 
way persuade committee the highest reach executive mind, 
for individual work unimportant compared team work. Again, 
most the situations dealt with are not substance but organi- 
zation. Hence universal public relations. Finally, natural con- 
sequence, the ideas found the endless reports and memoranda are 
designed keep things going rather than engender novelty. 

wonder that intelligent men subdued this kind 
activity and thereby deprived genuine work fall into the habit 
referring their jobs frustrating, while maintaining that they are 
creative. They call the work frustrating because that their chief 
sensation; they call creative because that their lost hope. 

label creative mode behavior which born of, and 
sustained by, make-believe sad joke. But the pretensions not 
end with the label. They have further effects, which can gauged 
simply locking about. have mind the extraordinary, ubiquitous 
passion for research. 

Formerly, prerogative science and scholarship, research 
now attribute nearly all occupations above manual labour. 
research, matter what, considered once noble and profound. 

see this reflected the sinister mood that has overtaken the 
academic profession. Since the last war, the desire colleges and 
universities for prestige through research has become 
Yet our great researchers not teach, twenty years there will 
researchers take their work. 

Can that what see our best men less desire for the 
peace research than positive distaste for the kind teaching 
engendered make-believe? 

Test what have said against what you see and hear. you ask 
what exactly you should when you have been aroused take 
your own road, can say only two things, which everybody knows full 
well. 

First, not tolerate cant, especially yourself. Second, for the 
sake your work, attach yourself, reality imagination doer 
living man historical figure from the study whose 
example you may draw instruction, warning, and the vivifying force 
past accomplishment clearly conceived. 

you these two things with pertinacity and point, then mat- 
ter what your profession and your fate, those who have preceded you 
and who have not buried their talents will cheerfully leave the stage 
you, confident and grateful, free from the mortal doubt: “Where 
are the disciples?” 
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